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Gentlemen:

Your- application for exemptidn from Federal income tax under section
501(c)(7) of the Intermal Revenue Code has been considered.

The information submitted with your application discloses that you were
formed "to f&fher the knowledge and understanding of others th:iough
formal and informal social events of common interest and to promote
friendship among club members with other individuals. It shsll also be
the purpcse of I to donate to charitable organizations
or needy families at least once each year, and to operate as a nonprofit
organization." NMembers of other chapters of NGNS, -
good standing, moving into the Il area may become members of NNEE
|

You indicate that you are affiliated with a "pavént" chapter, I,
B, headquartered in [INIEE. Hovever, since

each chapter is independent and incorporated in each state, you request
a ruling of exemption for your own unit.

You state that you permit nonmembers, other than guests of members, to

use the club facilities or participate in or attend functions or activities
conducted by you. You also indicate that Hl% of your income s received
from nonmembers in the form of money as well as goods to be used as door
prizes or items to be auctioned. At social events you charge a minimum
entry fee. Your Financial Date Sheet indicates that you spent S

for advertisement. '

Section 501(c)(7) of the Internal Revenue Code provides exemption for:
"Clubs organized for pleasure, recreation and other nonprofitable X
purposes, substantially all of the activities of whic' are for such
purposes and no part of the net earnings of which i{nures to *'
benefit of any private shareholder."
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Saction 1.501(e)(7)-1{b) oi iiie Income Tax Regulations states that:

"...80licitation by advertisemant or otﬁnrwiso'for public patronage
0% {ts facilities is prima facie evidence that the club is engaging
in business..."

Section 1.501(c)(7)-1 of the regulations provides, in part, as followr:

"(L)A club which angages in business, such as muking its

social and rearvational facilities available to the general public

or by selling real estats, timber, ov uther products, is nut organized

and operated exclusively for pleasure, recreation, and otl.er nonprofitable
purposes, ard is not exempt under seation 501{a). Soliaitation by
advertisement or other«ise for public patronage of ita facilities

is prima facie evidanace that the club is engaging in business and

is not being operated exclusively for pleasure, recreation, or

3ocial purposes. However, an incidental sale of property will not

deprive a club of its exsmp*ion.”

A review of the available records fails to reveal that your "paremt,’
_ has established tax

exempt status,

Public Law 94-568 permits social clubs doocribcd in section 501(e¢)(7) of
the Intermal Revenue Cods to qualify for tax exemption it substantially
all of its activities are for pleasure, recreation, and other nonprofit
purposesa, and if no more than 35 percent of all grosa receipts including
investment income, is from nonmember source. No more than 15 percent of
gross receipts, however, can be from the general public's use of club
facilities and services. Since your receipts from non-members {s HH%,
you do not meet the 15% )imitation. In addition, advertisement for
public patronage is prima facle evidence that the club is angagir - in
business with the general public.

Accrrdingly, it is he.d that you are not entitled to exemption from
Federal income tax under saction 501(c)(7) of tle Internal Revenue Code,
and you are required to #{le income tax retirms on Form 1120. ~

If you do not agree with these conclusions, you may, within 30 days from
the date of this letter, file in duplicate a brief of the facts, law, °
and argument that clearly sets forth your position. If you desire an
oral discussion of the issue, please indicate thir in your proxest. Thre
earlacad Tuhlisaeion 804 gl.es instructions for £iling a protest.

*f you do not flle a protest «ith this office within 30 days of the date
~< sniw peport or letter, th's proposed determination will become final.
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If you agree with these oonclusions or do not wish to file a written

protest, please sign and return Form €018 {n the enclosed self-adiressed
envelope as soon as possible. You should also file the enclosed lederal
income tax return(s) within 80 dzys with the Chhf. Exployee Pun/w
Organization Division 1100 Commerce, Dallas, Texas  732u2, ’

sinomly .

I
District DLireator

Enclosures:
Publication 892
Form 6018

Form 1120 (1980)




